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tal began to flow in. It first went into foreign trade and plantations, but it soon found another lucrative field, viz. railway construction. After 1848 there was a steady flow of funds and materials from England into India for the construction of railways. The introduction of the railway and the telegraph revolutionized the economy of the country.
The volume of the country's foreign trade grew steadily after 1860 when railway construction was speeded up. It received stimulus from the opening of the Suez Canal in 1869 which reduced the sea voyage between India and England by 3,000 miles. Soon afterwards, following the depression in the British shipping industry in 1873, there was a sharp fall in freight rates charged by shipping companies. As a result of these developments both the export and the import trade registered a great spurt. This should ordinarily have been beneficial to the country. But as things turned out, the foreign trade of India became a source of impoverishment of the country. It is not necessary to go into all the reasons for this unfortunate result but two or three causes may be briefly mentioned. Firstly, the pattern of the trade was such that exports consisted of raw materials and foodstuffs and imports of manufactured goods so that large imports of machine-made goods not only supplanted Indian handicrafts but also stood in the way of industrialization of the country along modern lines. Secondly, the whole conduct of foreign trade was concentrated in the hands of foreigners and Indians had no share in the employment and profits of the foreign trade. The shipping, insurance and banking companies engaged in foreign trade as well as the large export and import houses were all foreign. Thirdly, India continued to have a favourable balance of trade but a large part of this favourable balance went in payment of interest and dividend charges on foreign loans and investments in India, payment of pensions leave salaries, etc., of British officers with past service in India, salaries and other expenditure of the Secretary of State for India* and his establishment in London and purchase of stores for the'railways, government offices and public enterprises. The charges on all these counts came to be known collectively as "HomS Charges'*. The annual payment of large sums of money in foreign exchange out of the current earnings from export trade was a unique feature of Indian economy under the British* The critics of the British Rule dubbed it as an annual "drain of wealth" from India. Many of them placed the major share of the responsibility for the poverty of the country on these unrequited exports of what they called as the "Annual Drain**.'
The result of all these developments of Indian economy was that the traditionally rich class engaged in trade and industry lost its dominant position in the Indian society and was replaced by